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FOREWORD 


The Committee on Agriculture receives many inquiries concerning 
Government subsidies in all fields, as well as requests for information 
relating to the cost of agricultural programs. The following review 
has been prepared with the thought that it may be useful to Members 
of Congress and others inbneeebed in these subjects. 

D. Chairman. 
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GOVERNMENT SUBSIDY HISTORICAL REVIEW 


The subsidy is the oldest economic principle written into the laws 
of the United States. 

It has been used from time to time since the inception of this 
Government to influence the direction of economic development and 
to moderate the impact of the normal workings of supply and demand. 
The principle has been employed to promote science, the arts, research, 
and for other Government aims and purposes. 

When the First Congress convened in 1789 its first act was to devise 
a system for administering oaths. The next business by the Mem- 
bers—legislating for the new Nation then populated almost completely 
by farm people—was the enactment of a tariff law, to protect and 
promo the infant and frontier industrial development of America. 

ignificantly, moreover, this legislation set up a special subsidy mech- 
anism to encourage the development of an American merchant fleet. 
It stipulated that goods imported into the United States on American 
vessels should have a 10 percent reduction in customs duties, and a 
tonnage tax also was imposed in favor of American shipping. 


GROWTH OF SUBSIDIES 


From this early beginning, subsidies through the years have taken 
many and various forms. 

The Government granted 6,340,339 acres of public lands to private 
interests, between 1827 and 1866, to encourage canal building and 
river improvement, in addition to rights-of-way grants. The Govern- 
ment made other contributions by direct appropriations, stock sub- 
scriptions, and loans te private canal companies. 

Approximately 183 million acres of Federal and State lands were 
granted to railroads between 1850 and 1871. 

Many millions of dollars have been assigned by the Federal Gov- 
ernment to ocean and airmail subsidies, to foster the development of 
transportation, as was the case in the special considerations for rail- 
roads and waterways. ‘The first mail subsidy was paid more than 
100 years ago, in 1845, according to available records. 

Additional millions of dollars have been used to subsidize the 
building of ships on American ways. As a recent illustration, approx- 
imately $40 million in subsidy was paid on the private luxury liner, 
United States, that plies between this country and Europe. The total 
cost of the ship was given as $76,800,000. 

While originally the subsidy mechanism was employed to expand 
transportation, to encourage foreign trade, and to foster domestic 
industrial development, more recently subsidy and subsidylike pro- 
grams have multiplied to such an extent that their impact is felt by 
virtually all elements in the Nation’s economic structure. 
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2 GOVERNMENT SUBSIDY—HISTORICAL REVIEW 


TO CONDEMN OR TO PRAISE 


The Legislative Reference Service of the Library of Congress, in 
a special survey, Subsidy and Subsidylike Programs of the United 
States Government, concludes: 

Diverse as these subsidy programs are, it {s unrealistic either to condemn or 
to praise Federal subsidies as such. Each particular program which is determined 
to contain an element of subsidy must be judged independently, taking into 
account the economic, social, and political conditions prevailing at the time. 

, Any broad condemnation of subsidies as such confronts these hard 
acts: 

America’s infant industry, without the aid of subsidy laws in the 
early years after the formation of this independent Nation, would 
have been slow to develop and the emergence of the United States 
as a world power could have been retarded for many years. 

Without subsidy there would have been no early development of 
an American merchant fleet. The first accomplishments of inland 
transportation in this country—by canals and river improvements— 
would have been delayed. 

Had there been no subsidy, in the form of extensive assistance to 
railroads in spanning the continent, the settlement and development 
of the West would have been retarded for years. 

The age of air travel in America, unless aided by subsidy, would 
have been late in arriving, and the contribution of airpower to our 
military preparedness would have been slowed down. 

Without subsidy, no commercial seagoing ships—perhaps even 
now—would be built on American shores. 

Subsidy has had a substantial and beneficial role in the Nation’s 
overall industrial development. 

It has been important in aiding the economy and the people— 
especially in times of depression. 

It has been essential in stimulating vital production in wartime. 

It has financed scientific development. 

Tt has been used in efforts to balance the economic positions of vast 
segments of our total society. 


TO DEFINE A SUBSIDY 


Any study of the subsidy principle and its history and place in the 
Nation’s economy and social structure is complicated by definition. 
There is no unanimous or uniform agreement on what constitutes a 
subsidy. 

Some contend the tariff system is a subsidy structure, since it in- 
volves Government action that enables protected industries to charge 
more for their goods in the American markets. Moreover, some 
consider that accelerated tax amortization for defense plants subsi- 
dizes the owners of these plants, that “depletion allowances” provide 
subsidylike benefits to the petroleum and some other industries, that 
Federal non-interest-bearing deposits of billions of dollars in private 
banks and certain services of the Federal Reserve System amount to 
subsidies for large private bankers, that sale of Federal surplus prop- 
erty at a loss is a subsidy to the purchasers, and that the postal deficit 
on second-class mail is a subsidy to business. Others confine their 
definition to direct Government payments, to the remission of charges, 


an 
en 
ar 
ine 
la’ 
tit 
lik 
be 
la 
be 
ar 
cc 
re 
p 
tl 
a 
a 
si 
i 
t 
i 
( 
1 
| | 


GOVERNMENT SUBSIDY—HISTORICAL REVIEW 3 


and to the supplying of commodities or services at less than cost or 
market price. 

There is one concept of subsidy which extends to all persons and 
enterprises whose economic positions are improved, or whose purposes 
are advanced, as the result of Government action. This embraces 
industries whose profits would be less without protection of the tariff 
laws and the many other statutes that soften the full force of compe- 
tition in a private enterprise economy; and this broad definition 
likewise encompasses all working people whose earnings are greater 
— of minimum wage, collective bargaining, and immigration 
aws. 

It is pointed out, by those favoring this definition, that the economic 
benefits accruing to industry and labor, from Government policies, 
are paid for—as are the costs of the farm program—by the general 
consuming and taxpaying public. 


INDUSTRY, LABOR, AGRICULTURE 


Thus virtually all the population would seem to be in a subsidy 
recipient posture and, moreover, almost all are participating in the 
payment of the costs. It is certain that the total population feels 
the economic impact of the subsidy programs for industry, labor, and 
agriculture. 

In this overall subsidy concept the Nation’s agriculture no doubt is 
a lesser recipient than either industry or labor. Yet the farmer, in 
some areas of public opinion, seems to have been cast in the role of 
chief villain in a drama of Government largesse. 

Perhaps an explanation is that public acceptance of a particular 
subsidy may relate directly to how well it is disguised as such, and to 
its adaptability for being covered up in bookkeeping. It certainly is 
true that, in the broad definition of subsidy, there is no way to measure 
in dollars the benefits to industry and to labor from all the laws 
aiding them; vet the principal costs of agriculture’s programs are 
constantly subjected to strict and public accounting. 

In the case of industry and labor, the benefits from Government 
policies are paid largely by consumers. In the case of agriculture, 
the benefits come principally from taxpayers. Of course, con- 
sumers and taxpayers are one and the same. 

Currently the subsidy principle is thrust into public attention by 
the contentions over farm price-support policy. This has brought 
about a demand for facts and figures relating to subsidies received 
- agriculture, by industry and business, and by labor, down through 
the years. 

The price-support operations conducted by the Commodity Credit 
Corporation in behalf of agriculture are at the core of the subsidy 
issue. The opposition to this farm program, in and out of Govern- 
ment, may have left an impression on the public mind that a subsidy 
is something inborn and inherent with agriculture, and entirely foreign 
to the remainder of the economy. 

It is interesting, therefore, to note that CCC farm price-support 
losses from 1933 to January 1, 1960, have cost the taxpayers just about 
equal the amount of the subsidies to business through postal deficits 
alone during the 12-year period 1947-59, inclusive. 
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4 GOVERNMENT SUBSIDY—HISTORICAL REVIEW 


Moreover, the losses connected with CCC price supports for farmers 

have amounted to only a fraction of the cost of business-reconversion 

ayments, including tax amortization, and other financial aids to 
industry and business during the last few years. 

The CCC farm ey nei losses from the beginning of the 
program to January 1, 1960, have amounted to $6,891 million. 

Mail subsidies during the most recent 12-year period total $6,546 
million. The House Committee on Appropriations published in the 
hearings on the agricultural ore riations bill for the fiscal year 1959 
a table setting forth certain Federal expenditures for business aid 
and special services which included $43,262 million for postwar 
business reconversion payments (including tax amortization). Sub- 
sidies to maritime organizations, 1939 through fiscal 1959, amounted 
to $4,036 million, and subsidies to airlines, 1938 through fiscal 1959, 
$744 million. 

These figures are meaningful only as an illustration since, as hereto- 
fore noted, there is no way to arrive at the dimensions of the benefits 
to industry and labor over the years as a result of Government actions 
such as the tariff and minimum wage and collective bargaining laws. 

A significant part of our industrial establishment operates today on 
Government defense and other noncompetitive contracts, without 
normal risks, and with profits assured. Some 100 of the Nation’s 
largest corporations have received $133 billion in Government con- 
tracts during the past 9 years. Such contracts cannot be labeled as 
subsidies to industry, but they do reflect certain Federal financial 
support. It is notable, moreover, that the Government generally 
obtains the industrial materials of defense under contracts drawn to 
assure profits to the producers, whereas the food for the Armed Forces 
is procured generally without reference to profits or losses of farmers. 


SUBSIDIES TO MAGAZINES 


As heretofore set forth, the postal deficits over a 12-year period in 
behalf of business just about equal the cost of farm price-support pro- 

ams through the CCC during the last 27 years. The Post Office 
Dasaitanunt as made estimates of the annual revenues and costs 
involved in the handling of several larger magazines. These estimates 
were published by the House Appropriations Committee. Revenues 
were found to account for only 35 percent of the cost of handling these 
publications. 

Here are the Post Office estimates of revenues and costs, for a year, 
along with a third column showing the difference, or amount of sub- 
sidy involved, as published in the Appropriations Committee hearings: 
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TaBLeE I.—Mail subsidy on magazines 


- 


Publication Estimated | Estimated | Amount of 
revenue cost subsidy 

Life. $7, 485,000 | $16, 979, 000 $9, 494, 000 
Saturday Evening Post 8, 488, 000 9, 557, 000 6, 069, 000 
Reader’s Digest 1, 082, 000 5, 891, 000 4, 809, 000 
ik magazine _- 1, 534, 000 5, 016, 000 8, 482, 000 
Collier’s (discontinued) 1, 238, 000 4, 415, 000 8, 177, 000 
Ladies’ Home Journal... 1, 530, 000 8, 449, 000 1, 919, 000 
Woman’s Home Companion 741, 000 2, 325, 000 1, 584, 000 
McCall’s magazine _ _ 1,097, 000 2, 604, 000 1, 507, 000 
486, 000 1, 821, 000 1, 335, 000 
Good Housekeeping - 881, 000 2, 175, 000 1, 294, 000 
American Home. 623, 000 1, 753, 000 1, 130, 000 
Better Homes and Gardens. en 758, 000 1, 904, 000 1, 146, 000 
American Monthly. 326, 000 1, 359, 000 1, 033, 000 
t. 180, 000 976, 000 796, 000 
Total. 21, 449, 000 60, 224, 000 38, 775, 000 


In general, the revenue estimates are based on data from administrative records 
covering the mailings of all issues of these publications for the month of March 
1956, extended to annual revenues on the basis of the number of issues per year. 
However, other mailing periods were used for some of the publications, in com- 
puting mailing revenues and costs to the Government. Representatives of some 
of the publications have contested the Post Office estimates using average costs 
figures, as in the above table. 


FARM PRICE SUPPORTS 


The farm program, which evokes this review of subsidies in the 
total economy, came into being when agriculture was near bankruptcy 
during the depression of the thirties. This program was based upon 
the “‘parity principle.” It embodies the computation of prices at 
which farm commodities should sell to maintain agriculture in a 
reasonable income relationship with other segments of the economy. 
The Rese i price’ of a farm commodity, thus, is based upon the 
prices of things farmers must buy—tractors, fuel, fertilizer, seed, 
insecticide, etc.—and the parity price goes up or down with the prices 
of these things, fluctuating as do some wage rates in industry that 
are tied to the cost of living. 

To maintain farm prices at reasonable levels, the Government 
decided to make loans on storable crops at a stipulated percentage 
of parity—never as much as 100 percent. The crops are put up as 
collateral by the individual farmers and, if the farmers do not repay 
the loans by a specified date, the Government assumes ownership of 
the collateral. The Government then stores the commodity and 
moves it into use at times and in a manner that will not depress 
normal farm prices. This is a major aspect of what is known as the 
farm program. 

The following table summarizes the costs of the CCC price-support 
operations—first, for the 20-year period 1933 to 1952, inclusive, and, 
second, for the 27-year period 1933 to 1959, inclusive: 
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GOVERNMENT SUBSIDY—HISTORICAL REVIEW 


Tasie II.—Summary of CCC program results from Oct. 17, 1988, through Dec. $1, 


1969 (realized gains and losses) 


Oct. 17, 1983, | Oct. 17, 1933, 
Program and commodity th h Dec. | through Dec. 
31, 1952 31, 1959 
PRICE-SUPPORT PROGRAM (CCC NONRECOURSE LOAN, PURCHASE, AND PAY- 
MENT PROGRAMS) 
commodities: 
1 $53, 166, 802 | $1, 058, 009, 588 
Cotton: 
Extra Long Staple 3. 1 273, 760 17, 073, 571 
268, 629, 425 1711, 616, 750 
1 41, 361, 218 141, 361, 218 
11, 055, 451 11, 051, 451 
191, 687, 605 1178, 448, 101 
11, 422, 757 1128, 319, 932 
ee ial 4, 585, 150 1 §, 913, 047 
183" 490, 156 1 637, 665, 987 
1 231, 083, 713 
wi 12, 737, 510 | 13, 068, 468, 317 
Designated nonbasic commodities: 
Milk and butterfat: 
1 48, 286, 347 1 519, 124, 237 
1 58, 215, 868 1734, 356, 789 
1 87, 387, 519 
1131, 523,383 | 11, 854, 688, 705 
4 35, 804, 103 1 239, 018, 703 
Potatoes, 1 478, 080, 248 1 478, 582, 600 
1159, 455 1 20, 048, 332 
1 78, 004 13, 090, 850 
Other nonbasic commodities: 
15, 360, 619 1117, 747, 607 
ct 1189, 704, 186 1 189, 698, 605 
1 66, 065, 232 1 167, 542, 533 
114, 882, 320 114, 882, 320 
— 121. 459, 155 121, 459, 155 
1 954, 200 954, 
Noval 11, 372, 873 1, 168, 975 
1 889, 436 1824, 436 
Sugar, Puerto Rican and Virgin Island.............._._._-_________. 23, 23, 830 
11, 070 11, 070 
Total 1 327, 720, 643 1 659, 231, 362 
Total 1 6, 698, 952 
Total price-support program 11, 064, 627,245 | 16, 891, 035, 440 


1 Denotes loss. 
* Until 1954 this item consisted of American-Egyptian cotton, 


| 


GOVERNMENT SUBSIDY—HISTORICAL REVIEW 7 


‘The Commodity Credit Corporation costs, as shown in the foregoing 
table II, bear the brunt of antisubsidy and antifarm program criti- 
cisms. Generally, these criticisms ignore or obscure the subsidy 
aspects in the rest of the economy. 

e Department of Agriculture prepares a table each year under the 
heading, “Realized Cost of Programs Primarily for Stabilization of 
Farm Prices.” This includes the CCC price supports and other costs, 
many of which have been challenged as not being justifiable charges 
against the farm program. The table covering 1933-59 follows: 


TaB.E III.—Realized cost of programs primarily for stabilization of farm prices and 


income 
CCC nonrecourse loan, purchase, and payment programs: Millions 
Loss on sales and barter of CCC commodities___........-.-..-. $4, 132. 0 
Other, primarily joes on 292. 3 
CCC supply, commodity export, and other activities_..........._._. 195. 4 
CCC interest, administrative and other general costs.........-..---. 1, 550. 8 
International Wheat 1, 029. 9 
Donations of commodities to other nations—excess of inventory cost 
Commodities sold for foreign currencies under title I, Public Law 480__ 1, 915. 9 
Removal of surplus agricultural commodities__...............-.---. 2, 420. 7 
Soil bank—acreage reserve program___........--..---------------- 1, 662. 3 
Acreage allotment payments under the agricultural conservation pro- 
Other, including Agricultural Adjustment Act of 1933, parity payments, 
and other adjustment and surplus removal programs__-.-.-.-.---- 2, 260. 5 


Certain of the programs embraced in the compilation of table ITI, 
involving large expenditures, result in important benefits to other 
segments of the economy and to many people who are not agricultural 
producers. This is particularly true with respect to programs for 
disposal of agricultural commodities acquired under CCC price 
support and other stabilization measures. As an illustration, these 
include Government donations of food for school lunches and to 
millions of needy people at home and abroad. At this writing these 
foods go to approximately 15 million schoolchildren in the United 
States, 4 million needy people in this country, 1.5 million people in 
charitable institutions, and to an estimated 60 million needy people 
in 82 countries around the world. 


DECEPTIVE INFORMATION 


A great deal of information available to the public on “farm sub- 
sidies” is deceptive in effect, if not in purpose. 

Consumers and taxpayers generally are led to believe that the total 
annual appropriations to the Department of Agriculture are subsidies 
to farmers. iw: nonfarmers participate in a larger share of this 
Department’s expenditures than farmers themselves. 

The deception may be erased by a look at one year’s total expendi- 
tures. 

The 1960 budget expenditures of the Department of Agriculture are 
expected to total $5,706 million. Of this amount the Department 
estimates that only $2,622 million will go to farmers, and that more 
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than half the total budget—or $3,084 million—is for programs 
benefiting the general population, and not properly chargeable to 
farmers. 

Here are a few examples of the Department’s 1960 budget expendi- 
tures of multiple benefits but which commonly are referred to as part 
of the cost of farm subsidies: 

$80 million—for the special school milk program. 

$154 million—for the school lunch program. 

$237 million—to swap that value of Government-owned food for 
strategic minerals produced abroad. These minerals are placed in 
the national stockpile of scarce materials, but the value of the food 
swapped for them is charged against the farm program. 

$115 million—for emergency famine relief to friendly peoples abroad. 
All such donations of food are charged as costs of the farm program. 

$1,055 million—We expect to receive this amount in foreign cur- 
rencies, not in dollars, for a part of the food we deliver abroad. These 
currencies are used to construct housing for oversea troops, for the 
expenses of our embassies, and for economic development loans, 
among other things. However, irrespective of the values our Gov- 
ernment receives in the use of these foreign currencies, the total 
amount of our sales of Government-owned farm commodities, for 
foreign currencies, is charged as a loss to the farm program—and is 
accepted by many people as a subsidy to farmers. 

$208 million—for the Forest Service. 

Then there are expenditures of many other millions for such things 
as meat inspection, pest control, research, and for soil and water 
conservation, where the benefits accrue directly to all citizens and, 
in the case of conservation of soil and water, to the future generations. 

The following table sets forth in detail the Agriculture Department’s 
division of benefits in its fiscal 1960 expenditures: 


Tas_e IV.—U.S. Department of Agriculture budget expenditures, 1960 (estimated) 
PART A 


os having multiple benefits and not directly chargeable to the 
‘armer: 


Programs having foreign relations and defense aspects: Millions 
Sales of surplus agricultural commodities for foreign currencies. $1, 055 
Emergency famine relief to friendly peoples __._._......-.---- 115 
International Wheat Agreement__._.._.........-.-----.---. 49 
Transfer of bartered materials to supplemental stockpile _______ 237 


Payments to Veterans’ Administration and armed services 
under sec. 202 of the Agricultural Act of 1949, as amended, 
for milk and other dairy products used in excess of normal 


Value of foreign currencies used by Defense Department for 

5 


Food distribution programs: 
Commodity B weeny: under the program for removal of surplus 
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Taste 1V.—U.S. Department of Agriculture budget expenditures, 1960—Con. 
PART A—Continued 
i rw in REA and FHA loans, which are subject to repayment: Millions 


Long-range programs for the improvement of agricultural resources, 
including research, meat inspection, disease and pest control, educa- 
tion, market development and services, protection of soil and water 
resources, and forest and public land management: 


Agricultural Marketing Service, marketing research and service____- 40 
Farmers Home Administration, salaries and expenses 31 

Other, including FCS, FAS, CEA, FCIC, REA expenses, and sta‘f 
PART B 

Programs predominantly for the benefit of the farmer: 

Agricultural conservation program. 244 
Soil bank programs: 
Conservation reserve 365 


CCC price support, supply, and related programs: 
CC price support, supply and related programs_-__._____.__- 1, 828 
Less payments to Veterans’ Administration and armed services 
under sec. 202 of the Agricultural Act of 1949, as amended, 
for milk and other dairy products used in excess of normal 


Acreage allotments and marketing quotas___._.-_-_------.--- 41 


(In the above table it is pointed out that a substantial portion of the $1,828 
million charged against the Commodity Credit Corporation price-support opera- 
tions and related programs goes to pay for freight on commodities, to warehouse- 
men and others, and does not go to farmers.) 


CONTRASTS 


The public mind has been subjected to implications that farmers 
exist primarily on Government checks and that subsidy is evil. 

Manipulation of the language can foster the impression that 
almost every Government dollar expended in relation to agriculture 
is a subsidy to farmers, while the billions of dollars in Federal outla 
for nonfarm purposes—creating profits for industry and jobs for work- 
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10 GOVERNMENT SUBSIDY—HISTORICAL REVIEW 


ers—are somehow more respectable and proper. Rarely are they 
labeled as “subsidies” to those who are benefited. 

During the postwar period from July 1, 1945, through June 30, 1959, 
the United States extended aid totaling $82,566 million to foreign 
governments and international organizations. This aid involved a 
great movement of the products of American industry to other nations, 
meaning profits for industry and jobs for workers in our own country. 
But this is not deemed to be in any way a subsidy to our industry or 
our labor. 

The Government, of course, has expended many more billions of 
dollars in purchases and arrangements for defense purposes. A sub- 
stantial portion of our industry operates without risk and with assured 

rofits, in producing for the Government. A sizable portion of our 
abor force is employed in producing for the Government. This is 
not, and should not be accounted as a subsidy. 

However, it must be noted that when the Government ships food to 
other nations, or when it supplies food for the unemployed and their 
families in our own country, or donates food for schoot lunches, the 
Government books list the charges against the farm program, and in 
the minds of many people this seems to be a subsidy to farmers. 

Moreover, it should be pointed out also that in the production 
buildup for World War II and for the Korean conflict our industrial 
expansion was underwritten by the Government. Profits in industry 

roducing with Government contracts were guaranteed. When no 
onger needed, industrial war plants were recognized as surplusage, 
Po charged off to war or defense. After World War II the billions 
in surplus war materials, including trucks, automobiles, and the many 
other items usable in peacetime, were kept off the normal competitive 
markets, to protect industry. All this was not, and should not be, 
charged as a Government subsidy operation. 

But in the case of agriculture, farmers responded to war needs with 
a 40-percent increase in their productive capacity. They paid from 
their own pockets for this vast expansion of their roductive resources. 
At the end of World War II and again after the Korean conflict their 
excess capacity was not written off by the Government and charged 
to war. Their surplusages, from a war-generated capacity, still «re 
listed on Government books as charges against the farm program, and 
some opinion seems pleased to regard these charges as subsidies to 
farmers. 

“SUBSIDY” A CATCHWORD 


Thus it would seem to be a cultivated propensity in some Govern- 
ment and private quarters to tie a “subsidy” tag to Government 
programs that seek to bring the income of farmers into a parity 
position with other segments of the economy, while the word ‘‘sub- 
sidy”’ as a derisive expletive is seldom applied to Government policy 
and money aids to business and labor. 

“Subsidy” has become the catchword of a drive to reduce the 
prices of major crops. The drive, with support in and out of Govern- 
ment, has succeeded. A “flexible” system of constantly deteriorating 
price supports was installed in 1954, supplanting the stabilizing 
supports which hitherto had applied to a group of major farm com- 
modities. The reduction in price supports, combined with a weaken- 

‘ing of production controls, has been followed by @ general decline in 
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the income structure of farmers and; ironically, has resulted in a vast 
increase in agricultural “subsidies.” 
The official reports of the Department of Agriculture show that the 
price-support program, through the CCC, operated for 20 years prior 
to 1953 at an actual profit of more than $13 million on the programs 
for the basic crops. The loss on all CCC price-support operations 
at the end of 20 years—on basics and nonbasics, storables and non- 
storables, perishables and nonperishables—was $1,064 million (as 
shown in table II). In contrast, during the last 7 years of deteriorat- 
ing farm prices the CCC losses have amounted to $5,826 million. 
or 11 consecutive years prior to 1953, during which major crops 
were supported at 90 percent of parity, the average prices for all farm 
output in the marketplaces were at 100 percent of parity or better in 
each of those years, and farm program costs were negligible; whereas, 
during the last 7 years of declining prices the program costs, or “sub- 
sidies,” have multiplied fivefold. 

The net income of farmers in the last 7 years has been $20 billion 
less than in the previous 7 years. ‘This has occurred at’a time when 
income and prices in other areas of the economy have advanced spec- 
tacularly. Hourly earnings of industrial workers in 1959 were up 33 
percent over 1952 and corporation dividend payments in 1959 ex- 
ceeded such 1952 payments by 47 percent. 

The question sometimes is Saleed in public discussions as to who is 
actually being subsidized. Is the consumer-taxpayer subsidizing the 
farmer; or is it the farmer, in the absence of adequate bargaining power 
in the marketplaces, who is subsidizing the rest of us as he accepts 
returns for his labor and intelligence substantially below that paid to 
nonfarmers? In 1959 farmworkers (operators and labor) received an 
average of 7114 cents an hour. The average pay of factory workers 
that year was $2.22 per hour. Farm operators actually paid their 
hired hands more per hour than they themselves received. 

Farmers’ net income in 1959 was at the lowest level, in relation to 
volume of their sales, of any year since the Department of Agriculture 
began keeping records in 1910, 

' Average farm prices in December 1959 reached their lowest, in terms 
of parity with other prices, for any December sinee 1933. 

Per capita annual income of people living on farms in 1959— 
including subsidies and also their earnings from off-farm work—was 
less than one-half that of nonfarm people. The per capita income of 
farm people totaled $960, solmaek to $2,202 for nonfarm people. 

In 1959 American consumers bought 16 percent more farm-preduced 
foods than in 1952, yet our farmers received $100 million less for that 
larger volume than for the more limited volume in 1952; and, in 
contrast, consumers paid food processors and marketing middlemen 
$10 billion more in 1959 than in 1952 for hauling, processing, and 
handling the food between the farm gate and the retail counter. 

Notwithstanding this sharp increase in food processing and market- 
ing charges, food costs are lower in the United States in terms of 
workers’ wages than anywhere else in the world, 

The average factory worker in the United States spends only 23 per- 
cent of his earnings to buy the average amount of domestically pro- 
duced food consumed by a family of three. Ten years ago the same 

“ food would have cost the same worker 35 percent of his wages; 20 years 
ago, 41 percent; and 30 years earlier, 48 percent. - 
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If all farm support program costs now were added te the cost of 
food this average worker would spend only 24 percent of his earnings 
for domestically produced food. 


CONCLUSION 


From the foregoing it is manifest that few, if any, areas of the 
economy are untouched by subsidies; that subsidies are as old as our 
Government and long have been used as an acceptable and serviceable 
adjunct to the free enterprise economy; that there is a broad mis- 
understanding of the use of subsidies in agriculture; that subsidies to 
farmers have increased substantially and farm income has declined 
drastically as price supports have been reduced and production 
controls relaxed; and that the condemnation or praise of subsidies as 
such is academic and unrealistic, without taking their public purposes 
into account. 

In agriculture, therefore, as with industry, business, and labor, the 
true evaluation of subsidies must depend on the public interest being 
served, 
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